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rge BON INVEStors cool  p4

T

to fund buyout boom _

The buyout boom that helped
fuel Wall Street’s recent record -
rlse may be staﬂmg now that
“debt"
mvestors
who helped -
-finance that
‘surge. - are.
~.starting - to’

RACHE[ BECH .
: long put

themseives at rxsk by fundmg
prlvate-eqmty acquisitions that
gave them few protections and .
seemed to put the sellers’ inter- -
asts first. Now they Want more
for thelr money as seen’by
recent demands for better

: _rlsky debt namely
ear-collapse of two Bear
shedge funds that had "
ldmgs insubpkime™ -+
-mortgages. That came as inter-
t rates here and abroad thave::

rising, thereby increas-.
-ing the chéap borrowing costs
that have been the-lifeblood of .
the reoent takeover frenzy
Corporate acqulrers and
: buyout ﬁrms have capltahzed
on low rates and the. global hq—
uidity boom tofinance acquisi-
tions with huge sums of debt in
addition to the limited amounts -
of cash they had to put up. The
lower debt expenses go; the -
more pnvate—eqmty firms. ..
stand to profit, Exhibit A is the
“$2:97 bﬂhon inmet income -
_reported by industry glant :
Blackstone Group for 2006. -
But the t1de has cieﬁmtely

\

o balk et takmg on rrsky debt
They aren’tj Jumpmg into offer- -
ings as they were just months.
ago, and they are ‘demanding -
: .better performance fromthe’
compaiies; less flexibility on
‘the part of borrowers and. -

=3;7 75 billion buyout of.

" “wide and OMERS Capit;

“size'of 1ts debt oft‘er:mg
~billion from $2.14 hillion::
- eliminated a proposed $540 -
‘million “payment-in-kind” ="
 floating rate note, which would -
- have allowed it to pay interest

hlgher interest ratgs. L
7 “The buyers of debt are say-
mg_that things have just gone

“too far;” said Kingman Penni-
.' ‘man, who heads the Montpe- -+ -

lier, V.. hond research firm .

KDP Investment Adwsors Inc.
~-Since March, 19 companies

have agreed-io add covenants

- *to their loan deals that prevent

. thein _fro_m making financial or ;

i operation' changes without

- Ainvestor consent, accordingto .

. -Standard & Poor's Leveraged
-Commentary & Data. -

+In'the last week or so, the
trend has become move pro--
‘nounced, st-artmg with the
- : troubled bond sale to fund the

son Corp 's Thomson: I_earn

' Ners, & Canadlan pensio; .plan
" Inresponse to investor eon-

in additionat borids rather

~than cash. ft also boosted the .

-covenants ontheloan portion . i

" of thedeal, according to KDP
‘Late Tuesday, underwriters:

- scrapped a large bond and loan_- :

- offering that was mtended to. .

- back the $7-billion buyout of -

‘Royal Ahold’s USS. Foodservme-
.- by Kohlberg Kravis Roberts . . |
- and Clayton, Dubilier & Rice. -

~Already; the deal had been .- |
. restructured twice to appease -
- investors’demands, but that -
5 fsti__ll_ didn’t get it to the market. -

Aspartof the changes, $900.

5 "mﬂhon had been sh]fted away |

-from thedeal. . " oo ]

“Rachel Beck isthe natwnal '
~business columnist for The' " |
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